Financial Accounting 2A by University of Johannesburg
 
 
Department of Commercial Accounting 
Financial Accounting 2A 
FAC22A2 / FAC2AA2
 
 Last Assessment Opportunity 
2 June 2016
Time: 3 hours                                                                                             Marks: 100 
 
Assessors: Mr N Ebrahim Mrs L Mathebula Mr K Morake Dr N Rhodes  
  
Moderator: Mrs S Adam (internal) 
  
INSTRUCTIONS: 
 
 This paper consists of 15 pages (including the cover page). 
 Answer all questions.  Show all calculations and workings clearly. 
 Start each question on a new answer sheet / book. 
 Silent, non-programmable calculators may be used. 
 Where applicable, round all calculations to two decimal places, unless stipulated otherwise. 
 Use ONLY BLUE OR BLACK INK. NO PENCIL WORK WILL BE MARKED 
  
 
Question  Topic  Marks  Time 
 
1 
2 
3 
4 
5 
6 
7 
 
  
Sage Evolution 
Revenue and VAT 
Inventories, Forex and VAT 
Close Corporations 
Borrowing costs 
Share transactions 
Integrated multiple choice 
  
15 
15 
15 
10 
15 
15 
15 
 
  
27 minutes 
27 minutes 
27 minutes 
18 minutes 
27 minutes 
27 minutes 
27 minutes 
 
    100  180 minutes 
FINANCIAL ACCOUNTING 2A   (FAC22A2 / FAC2AA2)          02 June 2016 
 
 
 2 
QUESTION 1                                                                                                                               (15 MARKS) 
 
EXCLUSIA is a registered VAT vendor: 
 
Transaction 1: Prepare only the credit leg of the journal entry to accrue the interest expense for 
the reporting period ended 31 December 2015 if the client owes R12 400 including VAT, the amount is 
overdue for 2 months and interest is charged at 6% per quarter. 
 
Transaction 2: Prepare only the debit leg of the journal entry to accrue the dividend receivable on 
an investment of 19 500 shares that is declared at 210 cents. 
 
Transaction 3: Provide only the credit leg of the journal entry for the cash payment of R9 120 
(excluding VAT) for a computer for office use. 
 
Transaction 4: Prepare only the debit leg of the journal entry for the cost of the machine that was 
ordered from a foreign supplier on 01 January 2016 for $100 000. The machine was shipped CIF 
destination on 01 February 2016 and arrived at the Durban harbour on 29 February 2016. Exclusia paid 
the foreign supplier on 29 February 2016.  
 
The following exchange rates may apply:             $1= R 
01 January 2016     19.06 
01 February 2016     15.20 
29 February 2016     16.28.  
 
Transaction 5: Prepare only the debit leg of the journal entry to correct the error where the deposit 
of R100 500.50 (excluding VAT) was taken to services rendered account instead of the sales account. 
                                                                                                                                                      
 
Question 1 continues on Page 3 
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Question 1 continued 
 
Required: 
Complete the table below for transactions 1-5 with the requested information only. 
 
Transaction Sage 
Module
? 
GL, INV 
AR, AP 
Classification? 
SFP 
P/L 
SoCE 
Journal entry  
Account 
Description 
Calculations 
(Work to two decimal 
places) 
Amount 
1: Credit      
2: Debit      
3: Credit      
4: Debit      
5: Debit      
 
                                                                                                                                                              (15) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
FINANCIAL ACCOUNTING 2A   (FAC22A2 / FAC2AA2)          02 June 2016 
 
 
 4 
QUESTION 2                                                                                                            (15 MARKS) 
Hope Ltd is a software development company, with a reporting date of 31 March. Apart from developing 
software, Hope Ltd also sells computers directly to customers. Hope is a registered VAT vendor. Below 
are some of the transactions that took place during the month of March 2016 and have not yet been 
recorded: 
1. On 01 March 2016 Hope Ltd entered into a contract to develop software for a customer at a total 
contract price of R4 000 000(excluding VAT) and total estimated costs of R 2 800 000(excluding 
VAT) .Upon signing the contract on 01 March, the customer deposited 50% of the total contract 
price to Hope Ltd’s bank account as a deposit, the balance is payable upon completion. On 31 
March 2016 it was established that costs to date amounted to R1 400 000 and that the contract 
was believed to be profitable.  
 
2. Hope Ltd had extra cash and decided to invest the money in shares. On 01 January 2016, they 
bought 200 000 shares in ABC Limited at a price of R1.10 per share, they registered as 
shareholders on the same day. On 31 March 2016, ABC Limited declared a dividend of 4.5cents 
per share, the payment was made on 25 April 2016. 
 
3. On 30 March 2016, Hope Ltd sold 20 computers directly to customers for cash. The cost of each 
computer was R500 (excluding VAT). The policy of Hope Ltd is to add 30% mark up on cost for 
the computers. 
 
 
Required: 
2.1 Revenue is measured at the ………..of the consideration received or receivable (complete the missing 
words).                                                                                                                                                      (1) 
 
2.2 Prepare all the journal entries to account for the above transactions in the books of Hope Ltd for the 
reporting period ended 31 March 2016. (No decimals required).                                                           (14)                                                                                                   
       
                                                                                                                                
 
Question 2 continues on page 5 
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Question 2 Continued 
Example of required journal layout: 
 
 
Dr Bank (50% x R20 469) SFP R10 234  
Cr            Accounts Receivable(50%x R20 469) SFP  R10 234 
     
 
JOURNAL NARRATIONS ARE NOT REQUIRED. Show all workings next to account description. 
Round all amounts to the nearest rand. 
Use the format given for each journal. Insert additional lines if necessary.  
Please use the following abbreviated classifications next to each account name in your journal 
entries as marks have been allocated to this: 
 
SFP =   Statement of financial position 
P/L =    Statement of profit and loss 
SCE = Statement of change in equity 
SHOW ALL WORKINGS 
 
    
                                                                                                                                                     (15) 
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QUESTION 3                                                                                                         (15 MARKS) 
SECTION A 
 
Mega Traders CC purchases goods for resale. On 01 January 2016, Mega Traders CC had 180 units of 
inventory on hand with a cost of R90 per unit. During the month of January Mega Traders received the 
following inventory: 
02/01/2016 200 units @ R88 per unit 
15/01/2016 250 units @ R92 per unit 
28/01/2016        150 units @ R95 per unit 
 
On 31 January 2016, Mega Traders CC had 225 units on hand. 
 
Required: 
 
3.1 Provide the formula to calculate the Weighted Average Cost per unit      (2) 
 
3.2 From the information above use the Weighted Average Cost formula to calculate the cost per unit of 
the items purchased            (7) 
 
3.3 Provide the definition for Presentation Currency        (1) 
 
 
                                                                                                                                                               
 
Question 3 continues on page 7 
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Question 3 continued 
 
SECTION B 
SuperSpeed Electronics (Pty) Ltd is a local manufacturer of laptops and purchases the parts required 
from foreign and local suppliers. SuperSpeed Electronics (Pty) Ltd than assembles these parts together 
to manufacture complete laptops for resale to the local chain stores across the country. SuperSpeed 
Electronics (Pty) Ltd has a reporting date of 30 June. 
 
1. On the 01 August 2015 SuperSpeed Electronics (Pty) Ltd placed an order for 325 motherboards 
with assembled CPU’s from a Japanese supplier. The goods were loaded onto the ship on 17 
August 2015 and reached the Durban harbour on 20 September 2015. The goods finally reached 
SuperSpeed’s premises on 01 October 2015. The goods were shipped CIF destination. The cost 
of each motherboard amounted to $ 33.50. 
 
The exchange rates on the above dates were as follows: 
 01 August 2015  - $ 10.19 
 17 August 2015  - $ 10.25 
 20 September 2015  - $ 11.10 
 01 October 2015 - $ 10.95 
 
 The following costs were also incurred: 
- Import Duties                                                -  R 15 000 
- Insurance (from a South African insurer)                -  R 14 193 ( including VAT) 
 
2. On 21 August 2015, SuperSpeed Electronics (Pty) Ltd purchased 1 050 RAM units from Memory 
Guys (Pty) Ltd. The total invoice value excluding VAT amounted to R 567 700. Two RAM units 
are installed onto one motherboard of the laptop. 
 
                                                                                                                                                               
 
Question 3, SECTION B continues on page 8 
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Question 3, SECTION B continued 
 
3. Due to the downturn in the economy, it was not viable to hire an accountant to do the admin 
function. The computer specialist responsible from assembling these motherboards had some 
previous experience in bookkeeping and offered his services to SuperSpeed Electronics (Pty) 
Ltd. He is paid a monthly salary of R 6 000. 85% of his time is used for assembling the 
motherboards and the remaining 15% is used to do the bookkeeping. 115 units are manufactured 
every month. 
 
Required: 
3.4 From the above information, calculate the cost per unit for each complete laptop.                       (5)                                                                        
                                                            
 
                                                                                                                                                              (15) 
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QUESTION 4                                                                        (10 MARKS) 
SECTION A 
 
State whether the following statements are True or False:                                                                          
4.1 A Close corporation may not have more than 10 members, all of whom need not be natural persons. 
                                                                                                                                                                (1) 
4.2 The Annual Financial Statements of a Close Corporation consist only of the following:                   (1) 
 
1. Statement of Financial Position, 
2. Statement of Profit or Loss and Other Comprehensive Income and 
3. A report of the accounting officer. 
 
4.3 It is compulsory for the Annual Financial Statements of a Close Corporation to be audited.               (1) 
 
4.4 The capital account is called the “Capital Contribution Account”.                                                               (1) 
 
SECTION B 
Pat and Jesse bought a Close Corporation on 01 June 2015, which was registered as Speedy Delivery 
CC.  On this date both contributed cash. Pat contributed R 90 000 and Jesse contributed R25 000.  Jesse 
also contributed a delivery vehicle worth R60 000 and a computer with a fair value of R5 000.  They 
agreed to a 50/50 profit-sharing ratio. The reporting period ends on 31 May 2016. 
 
On 01 October 2015, Jesse borrowed R30 000 from the corporation to pay his outstanding university 
fees so that he could graduate after completing his degree.  The members agreed that this loan should 
earn simple interest at 2.5% per month. Interest is capitalised to the loan account. 
On 31 May 2016, Jess paid 75% of the initial loan (excluding interest) owing to the CC.  
 
Required: 
4.5 Record only the journal entries regarding the loan granted to the member, Jesse.                         (6) 
 
 
Question 4, SECTION B continues on page 10 
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Question 4, SECTION B continued 
 
Example of required journal layout: 
 
 
Dr Bank (50% x R20 469) SFP R10 234  
Cr            Accounts Receivable(50%x R20 469) SFP  R10 234 
     
 
JOURNAL NARRATIONS ARE NOT REQUIRED. Show all workings next to account description. 
Round all amounts to the nearest rand. 
Use the format given for each journal. Insert additional lines if necessary.  
Please use the following abbreviated classifications next to each account name in your journal 
entries as marks have been allocated to this: 
 
SFP =   Statement of financial position 
P/L =    Statement of profit and loss 
SCE = Statement of change in equity 
SHOW ALL WORKINGS 
                                                                                                                                                              (10) 
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QUESTION 5       (15 MARKS)                                                             
Exclusia Limited needed R 1 800 000 to purchase a new manufacturing plant. The plant was financed as 
follows: 
1. 10% was paid cash on 01 March 2015. 
2. 60% was financed by a loan obtained from Richie Bank on 31 March 2015 at 10% per annum 
and the interest is payable on 01 April commencing in 2016. The capital is repayable in full in 
2020. 
3. The remaining balance was financed by issuing non-redeemable Class B shares at R50 each.  
4. Exclusia Limited has a reporting date of 31 December.  
 
IGNORE ALL VAT IMPLICATIONS. 
 
Required: 
 
5.1 Prepare the journal entry for the amount paid in cash on 01 March 2015.                                    (2) 
5.2 Prepare the journal entry for the accrual of interest for the reporting period ended 31 December 
2015.                                                                                                                                                      (4) 
5.3 Prepare the journal entry for the accrual of interest for the period 01 January to 31 March 2016.                 
                                                                                                                                                           (4) 
5.4 Prepare the journal entry for the payment of interest on 01 April 2016.     (3) 
5.5 Calculate the number of Class B shares that were issued.          (2) 
 
                                                                                                                                                              
 
Question 5 continues on page 12 
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Question 5 continued 
Example of required journal layout: 
 
 
Dr Bank (50% x R20 469) SFP R10 234  
Cr            Accounts Receivable(50%x R20 469) SFP  R10 234 
     
 
JOURNAL NARRATIONS ARE NOT REQUIRED. Show all workings next to account description. 
Round all amounts to the nearest rand. 
Use the format given for each journal. Insert additional lines if necessary.  
Please use the following abbreviated classifications next to each account name in your journal 
entries as marks have been allocated to this: 
 
SFP =   Statement of financial position 
P/L =    Statement of profit and loss 
SCE = Statement of change in equity 
SHOW ALL WORKINGS 
                                                                                                                                                              (15) 
 
 
 
 
 
 
 
 
 
 
FINANCIAL ACCOUNTING 2A   (FAC22A2 / FAC2AA2)          02 June 2016 
 
 
 13 
QUESTION 6                                                                                            (15 MARKS)  
SECTION A  
State whether the following statements are True or False:                                                                          
6.1 Share issue costs are netted off against the consideration received (Share Capital Account) when 
shares are issued.                                                                                                                               (1) 
6.2 If redeemable preference shares are redeemable at the option of the shareholder they are classified 
as liabilities.                                                                                                                                        (1) 
SECTION B 
One Ltd has 500 000 Class A authorised share capital. The company was founded on 01 January 
2014. The founders subscribed for 300 000 Class A shares at R3 each. On 01 June 2015 One Ltd 
offered a further 200 000 of its authorised Class A shares to the public, payable in full on application, 
at R3.50 per share. Applications closed on 31 July at which time applications totalling R800 000 had 
been received. The shares were allotted on 05 August 2015. 
 
On 31 October 2015, One Ltd declared a dividend of 10 cents per share to the class A shareholders. 
The dividends were paid on 29 February 2016. 
 
The following information was provided: 
 2015 2014 
 R R 
Retained earnings  80 000 
Profit for the year 65 000  
 
Required: 
6.3 Prepare the journal entries to account for the share issue and the dividends in the books of One Ltd 
for the reporting period ended 31 December 2015.                                                                          (8) 
6.4 Prepare the statement of changes and equity for the reporting period ended 31 December 2015. (5)      
                                                                                                                                                                        
                                                                                                                                                  (15)                                                                                                                                                                                       
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QUESTION 7                                                                              (15 MARKS) 
Judas Maema has recently completed his university studies from the African University. He immediately 
found employment as a junior accountant in the business, Free Economy Ltd, which is a registered VAT 
vendor.  
He is presented with the following transactions below that occurred in Free Economy Ltd. The entity has 
a reporting date of 31 December. 
 
1. Computer Equipment to the value of $10 000 was purchased from a foreign supplier, FOB 
Shipping point. The machine was loaded onto an aircraft in the foreign country on 01 February 
2015, and was received at the Johannesburg International Airport on 01 May 2015. The amount 
owing to the supplier was settled 01 May 2015.  
 
The following exchange rates are applicable: 
Spot rate      $1=R 
01 February 2015    12.50 
28 February 2015    14.50 
01 May 2015                            13.50 
 
2. Free Economy Ltd entered into a contract to provide legal advice for its major client, the Allied 
Democracy. The total contract price was for R 34 200 (incl VAT) which will be settled upon 
completion of the contract. It is estimated that 50% of the total professional legal service has 
been provided to the client at year end. Total costs incurred for the period ended 31 December 
2015 amounted to R 8 000.   
 
3. Free Economy Ltd needed more capital to fund its business expansion programme. On 01 April 
2015, an amount of R90 000 was borrowed from Capital Bank at a quarterly rate of 3%. 
 
Required: 
4.1 In terms of the accounting equation show the effects of each of the above transactions.Copy the table 
below and compete with the figures and account description  as per the example:  (15)
                                                                                                                       
                                                                                                                                                         
Question 7 continues on page 15 
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Question 7 continued 
 
Transaction 
number 
A= OE+ L 
Example +125 000 Bank +125 000 Members contribution  
1    
    
2    
    
    
 
 
 
 
                                                                                                                                                             (15) 
 
     TOTAL      MARKS                                                                                                                                                (100) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
